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ON THE COVER 


This montage of photographs shows the 
sites of various exploration activities by the 
Company during the past year. 


1 Ellesmere Island These Cretaceous forma- 
tions and other surface geology were investi- 
gated by a field party. 


2 Graham Island A site was chosen here for 
a well to be drilled on Company-interest 
acreage later this year. 


3 Bell River, Yukon Territory A seismic sur- 
vey crew began work on a large block of 
Company acreage in this area. 


4 Central Alberta Company drilling opera- 
tions were concentrated in this general area 
and resulted in 11 successful completions. 


5 Gulf of Honduras A marine reconnaissance 
survey was completed to earn Westcoast Pro- 
duction a 50% interest in 1,792,735 acres in 
the Gulf and adjacent land areas. 


6 Republic of Ghana _ /nterest was renewed 
in two concessions in which the Company 
participates, following successful drilling re- 
sults by other concession holders in_ this 
general vicinity. 
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REPORT TO THE SHAREHOLDERS 


The following report and accompanying 
financial statements summarize the operations 
of Westcoast Production Co. Ltd. for'the fiscal 
year ended March 31, 1971. 


FINANCIAL 


In the period under review, the Company 
sustained a net loss of $1,148,605 as compared 
to a loss of $21,263 in the previous fiscal year. 
This increased loss was due primarily to a 
change in accounting policy pursuant to which 
all costs of dry holes are written off when in- 
curred rather than being deferred until the 
applicable lease is surrendered. Under this new 
procedure, the amount of $1,117,934 was 
written off during the past year. The Company 
also surrendered leases which had a total book 
value of $1,234,471, as compared to similar 
writeoffs in the amount of $723,450 a year 
earlier. 


As a result of the unpegging of the Canadian 
dollar on May 31, 1970, the Company sustained 


an unrealized loss of $406,263 on its United 
States investments. This was offset by the sale 
of a fractional interest in certain Arctic acreage 
which resulted in a profit of $644,200. In addi- 
tion, the Company realized a profit of $350,900 
during the year from the sale of an investment. 


Production income increased from $783,857 
in the prior fiscal year to a total of $811,084 
in the year ended March 31, 1971. At the same 
time, the Company's investment income de- 
clined slightly to $1,512,243, as compared to 
$1,537,305 in the previous fiscal year. 


The Company expended a total of $4,173,080 
on its exploration and development activities 
during the year. This resulted in a reduction of 
$2,376,549 in working capital which totalled 
$19,199,745 at March 31, 1971. 


Accumulated expenditures for exploration 
and development which may be applied 
against future taxable income were increased 
by approximately $2,100,000 during the past 
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year. At March 31, 1971, the total of such ex- 
penditures being carried forward by the Com- 
pany amounted to approximately $11,000,000. 


DRILLING OPERATIONS 


During the year, Westcoast Production par- 
ticipated in drilling a total of 29 wells. Of these, 
11 were completed as gas wells and one as a 
dual gas and oil producer. 


A major portion of the Company’s drilling 
program was concentrated in the Stanmore- 
Richdale area of east-central Alberta where a 
discovery well was completed in January, 1970, 
on Lsd. 7, Section 9, Township 30, Range 11 
W4M. In delineating the gas reserves in the 
Stanmore field, the Company participated in 
six successful Viking gas wells. In addition, 
Westcoast Production and its associate pur- 
chased a well owned by other companies on 
the south edge of the field, giving the Com- 
pany a 50% interest in a total of eight gas wells 
within the Stanmore field. 


Pipeline facilities and a compressor station 
were completed in the Stanmore field in 
February of this year and production was com- 
menced at that time at an initial rate of 13 
million cubic feet per day. Three additional 
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development wells are planned for the summer 
of 1971 and these are expected to materially 
increase the deliverability from the field. 


One of the Stanmore wells was dually com- 
pleted as a Viking gas well and as an oil well 
in asand reservoir located some 500 feet below 
the Viking gas sand. This oil reservoir has to 
date exhibited good producing characteristics 
although its extent is expected to be limited. 


In June, 1970, Westcoast Production partici- 
pated in a Viking gas discovery in the Richdale 
area, which lies to the northwest of the Stan- 
more field. Subsequently, a successful follow- 
up gas well was completed two miles to the 
west of the Richdale discovery. Additional step- 
out drilling is planned for the summer of 1971 
and, if sufficient reserves are developed, a 
gathering system will be extended from the 
Stanmore area to take Richdale production. 
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LAND HOLDINGS 


March 31, 1971 
Gross Acres Net Acres Gross Acres 


March 31, 1970 
Net Acres 


553,876 
1,069,679 
636,921 
1,393,063 
6,792,907 


308,458 
585,136 
215,942 
902,582) 9917393;063 
2,008,456 6,792,967 


326,036 
1,079,803 
636,921 


NOs 22) 
527,198 
215,942 
555,564 
2,028,401 


During the year, the Company increased its 
land holdings in the Stanmore-Richdale area by 
40,315 gross acres, representing 33,118 net 
acres. At March 31, 1971, Westcoast Produc- 
tion’s acreage in this general area was 74,842 
gross acres of which 50,723 were net to the 
Company. 


In the Glendon area of Alberta, located ap- 
proximately 100 miles northeast of Edmonton, 
the Company participated to the extent of 25% 
in a drilling program for shallow gas reserves. 
In the course of this program, a total of eight 
wells were drilled, four of which were com- 
pleted as gas wells. A total of 73,600 gross acres 
were acquired in the Glendon area, represent- 
ing 35,200 net acres for Westcoast Production. 
Further drilling will be done in the summer of 
1971 to determine the extent and economic 
worth of the gas reserves established to date 
in this area. 


In addition to the successful completions at 
Stanmore, Richdale and Glendon, the Com- 


pany had a small (8%) participation in a suc- 
cessful Triassic gas stepout well in the Flatrock 


field in the Fort St. John area of northeastern 
British Columbia. 


The Company also participated in unsuc- 
cessful exploratory wells in the Fort Nelson, 
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3,620,574 10,228,790 3,492,326 


Jedney-Bubbles and Fort St. John areas of 
British Columbia and in the Venus, Marten 
Hills, Bashaw, Phoenix and Erith areas of 
Alberta. 


LAND 


The Company’s land holdings in Alberta and 
British Columbia were increased during the 
year by a total of 201,175 net acres. Major land 
acquisitions were in the Atlee-Buffalo, Stan- 
more-Richdale and Glendon areas of Alberta. 


On the Northern Canada Mainland and in 
the Arctic Islands, the Company’s land position 
was not significantly changed during the year. 


The major new land acquisition of the past 
year was a 50% interest in a total of 1,792,735 
acres located in the Gulf of Honduras, off 
Central America. 


ARCTIC ISLANDS 


Increased attention was focussed during the 
past year on the petroleum potential of Can- 
ada’s Arctic Islands, an area where a large con- 
centration of Company acreage is situated. 


Three developments in particular were res- 
ponsible for a marked acceleration in land 
acquisition and exploratory activity throughout 


this area. The first of these was the discovery in 
October, 1970, of another large gas reservoir 
on King Christian Island, located about 150 
miles from the Drake Point gas discovery in 
July, 1969. A second event of significance was 
the realization, after further analysis of the 
voyage of the U.S.S. Manhattan, that liquid 


hydrocarbons can be moved economically on 
almost a year-round basis from the Eastern 
Arctic Islands to world markets. Finally, the 
increasing demand and higher prices for petro- 
leum products in all parts of the world caused 
the international industry to devote intensified 
exploration efforts to the Arctic Islands with 
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the objective of developing this area as an 
important source of hydrocarbon supplies in 
the future. 


In March, 1971, nine drilling rigs were oper- 
ating in the Arctic as compared to five in 1970, 
two in 1969, and none in 1968. 


In its exploration work on Westcoast Produc- 
tion’s Arctic Islands properties during the past 
year, the Company and its associates conducted 
an experimental seismic line on the ice from 
Graham Island to the Grinnell Peninsula. A 
surface geological investigation was carried out 
during the summer of 1970 on Company hold- 
ings along Eureka Sound and Greely Fiord on 
the west coast of Ellesmere Island. Another 
surface party will be sent to this general 
vicinity in the summer of 1971. In addition, 
the Company will participate in some 700 
miles of marine seismic survey work at Eureka 
Sound, Norwegian Bay and in the area of 
Helena Island. 


A most significant effort in the exploration 
of our Arctic Islands properties is sched- 
uled to begin in the autumn of 1971 when a 
10,000-foot wildcat well will be spudded on 
Company-interest acreage on Graham Island. 
The well is being drilled by a major interna- 
tional company at no cost to Westcoast Pro- 
duction. Our interest in the well and permits 
on Graham Island after the well is complet- 
ed will be 4.375%. In addition to its in- 
terest in the acreage at the well site, the 
Company holds a 25% interest in permits 
surrounding Graham Island. 


YUKON & NORTHWEST TERRITORIES 


New interest has been stimulated in the 
Mackenzie Delta and Basin areas following 
recent discoveries by Imperial Oil Limited at 
their Mayogiak P-17 and Taglare G-33 wells 
in the Northwest Territories. These wells are 
south-southwest of Imperial’s earlier discovery 
at Atkinson Point. 


In its exploration work in this general area, 
Westcoast Production is presently devoting 
particular attention to its large holdings in the 
Bell River area of the Yukon Territory. With 
its associates, the Company conducted a joint 
surface geological and gravity survey of this 
acreage during the past year. In March, 1971, 
a seismic survey was commenced for the pur- 
pose of obtaining further data on subsurface 
conditions in this interesting block. 


GULF OF HONDURAS, CENTRAL AMERICA 


In December, 1970, the Company concluded 
an agreement with the International Nickel Co. 
Inc. and the Hanna Mining Co. under which 
Westcoast Production subsidiaries will earn a 
50% interest in 1,792,735 acres of petroleum 
and natural gas rights in the Gulf of Honduras 
and adjacent land areas of the Republic of 
Guatemala and British Honduras. In January, 
1971, a reconnaissance marine survey covering 
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BRITISH HONDURA 


573 miles was completed on these permits. 
Plans are now being formulated for a detailed 
seismic program on certain anomalies which 
were outlined by the initial survey. 


GHANA, WEST AFRICA 


As stated in last year’s annual report, the 
Company participated in an unsuccessful ex- 
ploratory well on Block 17 offshore of the 

[6 | Republic of Ghana and thereby earned an 
interest of 10% in this 392 square mile con- 
cession. Subsequently, an oil discovery was 
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made by other concession holders in this gen- 
eral vicinity. The Company and its associates 
now are considering further work on Block 17. 
In addition, we are planning to participate in 
a marine seismic survey on Block 6 in order 
to determine whether the Company wishes to 
exercise an option with our associates to earn 
an interest in this acreage by drilling an ex- 
ploratory well. 


GEOPHYSICAL SURVEYS 


During the year, the Company carried out an 
active geophysical program. This program in- 
cluded 230 miles of seismic survey, of which 
103 miles were in Alberta and 127 in British 
Columbia. In addition, a total of 388 miles of 
seismic data was purchased from other com- 
panies in these provinces. Two gravity surveys 
were conducted by the Company in British 
Columbia and the Yukon Territory, comprising 
a total of 588 miles of gravity control. In Janu- 
ary, 1971, a reconnaissance marine seismic 
survey totalling 573 miles was carried out in 
the Gulf of Honduras off Central America. 


PRODUCTION 


During the period under review the Com- 
pany produced an average of 23.6 million 
cubic feet of natural gas per day essentially 
unchanged from the 23 million cubic feet per 
day produced in the previous year. Crude 
oil production during the year amounted to 
25,768 barrels as compared to 23,404 barrels 
last year. 


Early in 1971 after the drilling of successful 
development wells in the Stanmore field a 
13.3 mile gathering system was completed and 
an 1100 horse power compressor station built 
to deliver gas to TransCanada Pipelines Ltd. 
In order to take delivery of this gas Alberta 
Gas Trunk Line extended their system some 25 
miles north of the Cessford field. The Stan- 
more field commenced production in February 
prior to the full field development. Additional 
development wells are planned for the imme- 
diate future in order to meet the contractual 


volume of 20 million cubic feet per day from 
this field. 


In January of 1971 a wet gas well in which 
the Company has a 20% working interest, 
located in the Siphon area of northeastern 
British Columbia was placed on production. 
in order to offset the declining production 
from certain older fields located in northeast- 
ern British Columbia plans are under way to 
connect several other shut-in gas wells in 
which the Company has an interest and to 
unitize the Clarke Lake field which will in- 
crease deliverability. 


SUBSEQUENT EVENTS 


On April 20, 1971, the shareholders of West- 
coast Production were advised that the Direc- 
tors of Westcoast Production Co. Ltd. and 
Western Pacific Products & Crude Oil Pipeline 
Ltd. had agreed in principle to amalgamate the 
two companies. An Information Circular set- 
ting forth the full details pertaining to this 
transaction is presently being prepared and 
will be forwarded to all Westcoast Production 
shareholders in order that they may have the 
fullest information with respect to this pro- 
posed amalgamation. 


EXECUTIVE & DIRECTORATE CHANGES 


In December, 1970, Mr. Donald E. Anderson 
retired as President and Director of the Com- 
pany. He was succeeded by the undersigned, 
William T. Hamilton, who was appointed a 
Director, President and Chief Executive 
Officer of the Company. 


During the period under review, Messrs. 
Charles R. Hetherington, John M. Houchin and 
Frank M. McMahon resigned as Directors of 
the Company. The Board expresses its sincere 
gratitude to these gentlemen for their impor- 
tant contributions to the organization of West- 
coast Production and to the success that the 
Company has achieved to date. 


To fill two of the vacancies on the Board, 
Messrs. Kelly H. Gibson, of Calgary, and Mr. 
H. Richard Whittall, of Vancouver, were 
appointed Directors. The third vacancy was 
removed by passage of a resolution reducing 
the Board from eight to seven members. 


The Directors at this time also express their 
appreciation to Shareholders for their con- 
tinued support and to the entire staff of West- 
coast Production for their endeavours on the 
Company’s behalf. 


For the Board of Directors 


a 


President 
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CONSOLIDATED BALANCE SHEET 


March 31, 1971 and 1970 


NET ASSETS 


Current assets: 


TempoOraky Cash Investinen (Sameer iene n i. ath eee eee 
‘Accruedsintetest meus pa ete en ee a ae 
Accounts andanotes receivable nse ete nee a 


Prepald -eXpens@s wrens ner: er eee a eee ee 


TotalecurrentcassetSarmiee ee ee oe eee 


Less current liabilities 


Accounts» payable te sam ye cee er. eer oe oe cen ee 
Working’ capitals. sree: = cee eigen s o eeO 


Property,.plantandszequipments(nOtes2 aware. etna eke 


Less accumulated depletion and depreciation ............ 


[nvestinentSatid.adVvances al COSt tae ee 
Mefernedecharges asia: were oh eee nee eee toe. or et 
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SHAREHOLDERS’ EQUITY 
Capital stock (note 3) 
Authorized — 5,000,000 shares of $2.00 par value 


Issued Sy 4 016,02 58S ates eee a ee ea eee eee eee 


Paid-in.esurplUsscwarmnern ties epee ace te ene crt ks fer ee oi | 
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Commitments (note 7) 


On behalf of the Board: 


VE ya NOI, Director. 


an ors 
AY Lt rreSof Director. 


See accompanying notes. 


1971 


$ 89,793 
18,518,250 
52,872 
830,318 
14,818 


19,506,051 


306,306 


19,199,745 


32,163,927 
7,822,946 
24,340,981 
83,333 
33,078 
$43,657,137 


$ 8,033,750 
41,317,230 
49,350,980 

(5,693,843) 


$43,657,137 


1970 


$ 155,838 
20,950,812 
343,262 
444,429 
18,935 


209137276 


336,982 


21,576,294 


30,487,165 
7,381,082 
23,106,083 
86,600 
36,765 
$44,805,742 


$ 8,033,750 
41,317,230 
49,350,980 

(4,545,238) 


$44,805,742 
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CONSOLIDATED STATEMENT OF OPERATIONS AND DEFICIT 


Years ended March 31, 1971 and 1970 


Income: 
ProguUctiOongrevenU Geers te ere tenn pu Ae 6 eee ee ak ee ee 


LAVESEIVEN Cail COIL aapereten Cercieey tae ee kar 210 i an ee hems papery. 


Expenses: 
Predictors COSLSmme tn mnatenn Mune ert c-20 an ss ot) CPi 
STOP RES Be chan cin oe er ee ee MRM 


ANCIAL Atl mani Cla? CN GLa litte gary oe an eae eet a saree ee 


Income before the following deductions ..................-.. 


Deduct: 
DEDICtLON mae. EONS ete tO ayn pa eee pee eoe 
DE DRCCia Oly eee rl. Nes scales recur tet cacuion apn atone te eer es 
Surrendered petroleum and natural gas leases .............. 


DVenOler COStSmiM Ole? means iin. a emp annc Speen tere, Seige oe 


Loss Deore extraordinaly: Censure ere) ee rene gears eeseore 


Extraordinary items: 
PrOHEOM Sale Of MMVeEStiTleMiS ae meen tern ne eeir ree een, 
Prontroni sale Olt leasenOlds meee eres ee Poe ee 


oss omuioreioneexcnange (MOte: 5) maancvirn wren ces anette 


DetMOSSMIORLIIG VCOlmmacienne: seen mnie anmn ttre, cnt atehocer Si esainerts 


DericiUm Derinninig. Off VCal mam aires amy tee terse econ cst orien te 


DEtiCibM en ONONby Calan he ame eticinena eSe hear ete cient 


Loss per share before extraordinary items .......----.-++.seee 
SGdetolgellnsimvedn(clahs Mkedet oe Sous n> Or eee oon oO oe e os 


SS? Wes yatsecblast owen ad. Se er lemde oo cm emmen coos omeuo o 


See accompanying notes. 


1971 


$ 811,084 
1,512,243 


2,323,327 


167,638 
522,357 
566,450 


1,256,445 


1,066,882 


391,218 
70,212 
1,234,471 
1,117,934 
2,813,835 
1,746,953 


350,900 
653,711 
(406,263) 
598,348 
1,148,605 
4,545,238 

$ 5,693,843 


$ 44 
15 
$ .29 


1970 


$ 783,857 
1,537,305 
a) 1162 


148,666 
421,727 
461,323 


1,031,716 
1,289,446 


389,403 
197,856 
723,450 


io 10,709 
2263 


21,203 
4,523,975 
$ 4,545,238 


$ 01 
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CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 


Years ended March 31, 1971 and 1970 


1971 
Funds were obtained from: ales 
Operations — 
Loss beforerextraordinarysltenisas em eee ee ree er $ (1,746,953) 
Add non-cashicchargeswer. ase nnn ae er ie ge eter 1,695,901 
Working capital provided from operations 

beforesextraOrdiita iva llCiiiS eee ene eter a eee (51,052) 
Sale‘of:leaseholds*arc ae tee ie ee een 659,504 
Sale of FnVestinients essseenrc amr ene een rn ee, Gere eee a 437,500 
Repayment ofiadVancesmer ae at eet ee eae e, 41,667 
(Opt =] ama ere arian id wera ge Dane een Ser Pret aa Re at ce eae 3,687 
Decrease. in working Capital tera reise ee tee ee 2,376,549 


$ 3,467,855 


Funds were used for: 


Property acquisitionsand :catrying1COStS aera r wy eat ara an 1,324,979 
Property development. cos (Smeg rece ee eee ene 1,195,673 
EGUIDMENt <additionSmer aera mean eee tee ee re eer 415,940 
Investmentss anda Vali CeSmgate srs ewe ee eee rece 125,000 
LOsSiOnitorelgieexchang Gus sererdster wierterenn meter ie pee 406,263 
Other ce ance acne aie ates cman ea eee ee oe ee ere 

$ 3,467,855 


See accompanying notes. 


1970 


bem 215203) 
1,310,709 


1,289,446 


2,481,353 
$53) 7005299 


1,625,882 
1,941,728 
90,809 
86,600 


25,780 
By) eATAW) 7AS 8] 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


March 31, 1971 


1. Principles of consolidation 


The consolidated financial statements include 
the accounts of the Company and its wholly-owned 
subsidiaries, Westcoast Production Co. (Africa) Ltd., 
Dover Petroleum Company and Compania Zamora, 
S.A. The subsidiaries are in the exploratory stage 
and all costs have been capitalized. 

The accounts of the subsidiaries have been 
converted to Canadian dollars as follows: current 
assets and current liabilities at the rate of exchange 
in effect at the year-end: oil and gas properties, 
investments and all other items have been con- 
verted at the rates in effect on the dates of their 
acquisition. The net exchange differential which is 
not material in amount, has been included in 
property, plant and equipment. 

Certain of the 1970 accounts have been re- 
classified to conform with the 1971 classification 
of accounts. 


2. Property, plant and equipment 
1971 1970 


Oil and gas properties: 
PROVEIN Es pera aac $17,881,783 $17,221,059 


Undeveloped 11,809,186 11,189,522 
Production equipment 
and gathering 
SVSLET Smmrrecnats ur rpaas 2,334,513 1,964,433 
Other buildings 
and equipment ... 138,445 eM 
32,163,927 30,487,165 
Deduct: 
Accumulated 
Gepletion ye c 6,046,818 5,655,600 
Accumulated 
depreciation 1,776,128 13725,432 
7,822,946 7 381,082 


$24,340,981 $23,106,083 


All expenditures incurred in the acquisition, 
carrying and development of oil and gas properties 
are capitalized on a lease basis. Seismic and other 
exploratory costs that cannot be readily identified 
with a property in which the Company has an 
interest are charged to operations during the fiscal 
period in which the expenditures are made. 

When. an unproductive lease is surrendered, 
all related costs are charged to operations. Profits 
or losses on sales of leases are taken into income. 


Effective April 1, 1970, dry hole costs have been 
charged to operations as incurred. Previously such 
costs were capitalized as lease costs. Had the re- 
vised policy been in effect in the prior year, dry 
hole costs amounting to approximately $400,000 
(net of dry hole costs included in surrendered leases 
in 1971) would have been charged to operations 
and the loss for the year would have increased cor- 
respondingly ($.10 per share). 

The cost of productive property is amortized 
over the life of the recoverable oil and gas reserves 
by regular charges to depletion expense based on 
the unit of production method. Depreciation is 
charged to operations at a straight line rate of 10%. 


3. Capital 


At March 31, 1971 options were outstanding 
to officers (including a former officer) to purchase 
111,000 shares of capital stock and to employees to 
purchase 12,500 shares of capital stock from time 
to time to December 31, 1981 of which 50,000 
shares are exercisable at $9.00 per share and 73,500 
shares are exercisable at $10.75 per share. In 
addition, 31,500 shares were reserved for granting 
options in the future. 


4. Income taxes 


For income tax purposes the Company is en- 
titled to claim drilling, exploration and property 
acquisition costs and capital cost allowances (de- 
preciation) in amounts which may exceed the 
related depletion and depreciation provisions re- 
flected in the accounts. As a result no income taxes 
have been payable since inception of the Company 
and accumulated expenditures to March 31, 1971, 
which may be carried forward and applied against 
future taxable income, are approximately as follows: 


Drilling, 
exploration 
and 
property 
acquisition 
COStSia. sar. $11,000,000 (1970 - $8,900,000) 


Undepreciated 


capital cost $ 850,000 (1970 - $ 800,000) 


The Company, in common with many other 
companies in the Canadian oil and gas industry, 
believes that tax allocation accounting of claims for 
drilling, exploration, and acquisition costs is not 
appropriate and accordingly, no provision has been 
made for deferred taxes on timing differences in- 


volving such costs. For 1970 and 1971 depreciation 
claimed for income tax purposes exceeded depre- 
ciation provided in the accounts. However, at 
March 31, 1971 accumulated depreciation provided 
in the accounts has exceeded the amount claimed 
for tax purposes by $161,000 and accordingly, no 
deferred taxes have been provided. 

If the tax allocation basis had been followed 
in the current and prior years for all timing differ- 
ences between taxable income and accounting 
income, deferred income tax would have been 
required approximately as follows: 


Cumulative to March 31, 1969 ..... $703,000 
Year ended March 31, 1970 ........ 385,000 
Year ended March 31, 1971 ........ (297,000) 
Cumulative to March 31, 1971 


$791,000 


5. Loss on foreign exchange 


Prior to the freeing of the official Canadian 
dollar exchange rate on May 31, 1970 the Company 
had followed the practice of valuing U.S. dollar 
balances at approximately $1.08 Canadian. As a 
result of the unpegging of the Canadian dollar, 
the Company recorded an extraordinary loss of 
$406,263 on the revaluation of U.S. dollar term 
deposits based on the rate of exchange in effect at 
June 30, 1970. At March 31, 1971 the Company 
has valued U.S. dollar term deposits at the rate of 


exchange in effect at that date and the resulting 
loss on conversion to Canadian dollars of approxi- 
mately $193,000, is included in administrative and 
general expenses. 


6. Directors’ and senior officers’ remuneration 


The total remuneration paid during the year to 
directors and senior officers of the Company, in- 
cluding all salaries, fees and contributions to pen- 
sion funds, amounted to $200,775. 


7. Commitments 


The Company has guaranteed non-interest 
bearing demand notes issued to the Government of 
Canada as security for the performance of work 
obligations by the Company and others in respect 
of normal exploration activity. The aggregate of 
such notes amounted to approximately $942,000 at 
March 31, 1971. 


8. Subsequent event 


Subsequent to March 31, 1971 the directors of 
the Company approved in principle the amalga- 
mation with an affiliated company, Western Pacific 
Products & Crude Oil Pipelines Ltd., subject to the 
approval of the shareholders of both companies. 
The directors of the latter company have also 
approved the amalgamation. 


AUDITORS’ REPORT 


To the Shareholders of 
Westcoast Production Co. Ltd. 


We have examined the consolidated balance sheet of Westcoast Production Co. 
Ltd. and subsidiaries as at March 31, 1971 and the consolidated statements of operations 
and deficit and changes in financial position for the year then ended. Our examina- 
tion included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion these consolidated financial statements present fairly the financial 
position of Westcoast Production Co. Ltd. and subsidiaries as at March 31, 1971 and 
the results of their operations and the changes in their financial position for the year 
then ended, in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year, except for the change in account- 
ing policy regarding dry hole costs explained in note 2 to the consolidated financial 


statements, which change we approve. 


Calgary, Canada. 
May 7, 1971. 


Chartered Accountants. 
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Consolidated Statement of Operations 
For First Quarter Ended June 30 


(UNAUDITED) 
1970 1969 
Production Revenue ..... $202,333 $204,929 
Investment Income ..... 406,779 432,740 
609,112 637,669 
Operating expenses ..... 214,407 Bales AMSYS) 
Cash income before - | ¢ r 
The mtOlLOWI eee einen 394,705 425,504 
Depreciation and depletion . 116,295 150,758 : ‘ 
Surrendered leases ..... 269,520 186,329 < = 
Dry hole costs written a oes 
Clie (Ote) aera estas. Ii72,033 = Z a A 
i — ae of = oO 
557,848 337,08/a).& : <x a Se 
Net income (loss) before eae a 
extraordinary items .... (163,143) 88,417 = res = 
Profit on sale of se oO o 
IMVeEStMEGRtS «see sates cas 350,900 - = S © 
Y sion = 
Less Profit (loss) on = = eek 
Foreign Exchange (note) . (406,263) - aA «& ee ew na es 
REC 7 ls enn fe 
(55,363) S 4 3 wher 
Net Income (loss). ..... $(218,506) $ 88,417 iS = 
(wa (SS SS > 
Net Income (loss) per share . (5¢) 2¢ = < 
Shares outstanding ..... 4,016,875 4,016,875 rs = 
ra) 
ese 
Ques 
NOTES: = = w 
The freeing of the Canadian Dollar on May 31, 1970 af = 
resulted in an unrealized loss in the carrying value of is = > — 
U.S. dollar investments. ” = a : 
Effective April, 1970, the Company changed _ its = ea 
accounting policy to write off dry hole costs on OQ = < } 
unproven acreage as incurred. I< wo 
ty = : See ze 
So 
S\= i 
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WESTCOAST PRODUCTION CO. LTD. 


INTERIM REPORT For tirst six months ended September 30, 1969 


TO THE SHAREHOLDERS: 


LAND HOLDINGS 


March 31, 1969 
Gross Acres 


ALBERT Ase 4 2 eee 159,437 
NORTHWEST. TERRITORIES 2 462,087 
BRinISh GOEUM BIA sarsee eee eee eee 790,484 
WUKONTIERRIVO RY sees eee ees 1,148,183 
ARGTIG ISLANDS eee ee eee 6,151,602 
LOL AL 6 Se eee oe ae eee 8,711,793 


September 30, 1969 


Net Acres Gross Acres Net Acres 
46,058 260,957 134,634 
56,100 549,402 143,415 
197,585 1,025,646 472,916 
473,938 1,196,815 490,148 
1,760,241 6,151,874 1,760,241 

2,533,922 9,184,694 3,001,354 


Westcoast Production continued its policy of acquiring 
favorably located acreage in potential oil and gas pro- 
ducing areas by increasing its land holdings approximately 
one half million net acres during the first six months of 
its fiscal year ended September 30th. The present hold- 
ings, distributed in Alberta, British Columbia, the Yukon, 
the Northwest Territories and the Arctic Islands, now total 
9,184,694 gross and 3,001,354 net acres. 


In the same period the company has been developing 
an exploration and evaluation program for wholly-owned 
and partnership acreage which will include approximately 
three hundred miles of seismic survey and the drilling of 
up to 24 wells before the end of the coming winter. Most 
of the geophysical coverage will be on recently acquired 
land in northern British Columbia. Drilling will be on both 
new holdings and on acreage the company has held for 
some time in B.C., Alberta and the Northwest Territories. 
Recently the company moved into international explora- 
tion and formed a wholly-owned subsidiary that will par- 
ticipate in a seismic and drilling venture on concessions 
off the Ghana coast in West Africa. 


The Company has stepped up its land acquisition pro- 
grame in several promising areas of northern British 
Columbia and the Northwest Territories, the scene of 
growing activity. The new holdings, which are close to 
major pipeline routes proposed by Westcoast Trans- 
mission Company Limited, are shown on the adjoining 
map. 


Among the blocks purchased was the Petroleum and 
Natural Gas Permit at Dunedin of 58,488 acres west of 


Fort Nelson, B.C. The Company and Phillips Petroleum 
Company are equal partners in this acquisition. In the 
same geological basin two blocks totalling 65,441 acres 
at Kledo Creek and Liard were obtained earlier with Husky 
Oil Company. Farther to the northwest in the Toad River 
area Westcoast Production has acquired 100 percent in- 
terest in five permits totalling approximately 250,000 
acres. These lands are believed favorably located both 
as to oil and gas potential as well as market outlets. 


In the Northwest Territories the Company added 87,315 
net acres to its holdings at Root River. This block is near 
the Camsell Bend land jointly owned with Pacific Petro- 
leums Ltd., where seismic studies disclosed a large struc- 
ture known as the Ram Anticline. A well will be drilled on 
the Camsell Bend holdings this winter. 


The Company is continuing to focus its attention on its 
large holdings on the eastern Arctic Islands where ex- 
tensive exploration by major companies will be under- 
taken this winter. It is interesting to note that companies 
currently operating there were successfully serviced by 
tug and barges this summer at the same time that the 
S.S. Manhattan was having difficulties with ice. The fact 
that the eastern islands are not permanently locked in the 
ice cap and are more accessible than other Arctic areas 
should ensure a market outlet for any oil discovered there. 


Several wells are planned in northeastern British 
Columbia, northwestern Alberta, and southern Alberta 
during the coming season. These include drill sites at 
Stoddart and at Siphon Creek, in the vicinity of Fort St. 
John, B.C. Recently the Company has participated in the 


successful completion of a gas well in the Stoddart field, 
which has an open flow of 8.5 million cubic feet per day, 
and has recompleted a well in the Siphon area which is 
productive in three gas zones. A well is now being drilled 
on wholly-owned acreage west of Siphon near the Montney 
gas field. 


In the Senex field of northern Alberta the Company is 
the manager-operator for acreage jointly held with Penn- 
zoil United Inc. Operations are under way on this acreage 


offsetting the Keg River oil zone discovery well. The | 


company has other sizeable land holdings in this area on 
which exploratory wells may be drilled this winter. The 
company is also developing favorable locations in the 
Dowling Lake - Richdale area east of Calgary. The com- 
pany has extensive holdings of its own there and is now 
drilling wells in both the Dowling Lake and Richdale 
blocks to earn interests in additional land. This area is 
close to pipelines and natural gas production, and the 
market for gas is steadily increasing. 


The Company’s participation in a new African venture 
extends the horizons of the Company from the far north 
to the equatorial areas of West Africa. The wholly-owned 
subsidiary, Westcoast Production Co, (Africa) Ltd., has a 
20% interest in a project now under way off the shores of 
the Republic of Ghana. Detailed seismic work has been 
conducted on two exploration blocks totalling half a 
million acres. Four structures have been outlined and an 
exploratory well will be drilled on one of these during the 
first half of 1970. A partner, Texas Gas Exploration Cor- 
poration, a division of Texas Gas Transmission Corpora- 
tion is the operator. 


The Company has an interest in minerals, as is the 
case with many other exploration companies, and is par- 
ticipating in a prospecting venture in the South Henik 
Lake area of the Northwest Territories, north of the Sas- 
katchewan border. There, sixty claims were staked during 
recent months, after a scintillometer survey indicated four 
synclinal areas that may warrant future geophysical ex- 
ploration. Expenditures incurred to date on this property 
will apply against rental costs for the next four years. 


During the six month period increased expenses for 
expanded exploration and acquisition, combined with a 
write-off of book costs of surrendered lands, resulted in 
a net loss of $314,764. Lands surrendered were those 
which the company had evaluated and found non- 
productive. The book value written off represents money 
that had previously been spent on acquisition costs, an- 
nual rentals, seismic exploration and exploratory drilling. 


Tre Company is in a sound financial position with $23 
million working capital. Capital expenditures for the first 
six months were $1.3 million. The planned winter program 
of seismic work and drilling, together with other land 
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purchases, will increase expenditures to the total of $5.3 
million which was forecast for the full year. 


The Statement of Operations and Source and Applica- 
tion of Funds Statement for the period are detailed on 


the reverse. LEE. 


President 


WESTCOAST PRODUCTION CO. LTD. 
STATEMENT OF OPERATIONS 


second quarter first six months 
1969 1968 1969 1968 
INCOME: $ $ $ $ 
Oil and gas sales less royalty__--._____--_____________. 176,079 189,267 381,008 392,219 
Income from investments______________---_-_-___-. 375,272 46,975 808,683 76,591 
551,351 236,242 1,189,691 468,810 
EXPENSES: 
Field production: cosis=- 2 = 28,979 Kfo- ble) 66,198 69,466 
Exploration department. Sa ee ee 99,476 —_ 172,306 _— 
Administrative and general______-----. --.-.----_-- 166,846 pileroe 268,962 47,716 
INiGfOst eos. eee coh aa Ce We re 1,328 17,845 2,000 37,537 
296,629 75,032 509,466 154,719 
Depletion and depreciation_____..----.--_-___--__ 136,318 140,869 287,076 297,220 
Surréndered' Leases: 6s 521,584 52,102 707,913 98,634 
954,431 268,003 1,504,455 550,573 
NET LOSS ieuey ce Oink peu or ees kee $ 403,180 $ 31,761 $ 314,764 $ 81,763 
NEL LOSS-PER SHAR Baa eh ee eas 10c 2c 8c Lat: 
NUMBER OF SHARES OUTSTANDING 4,016,875 1,616,875 4,016,875 1,616,875 
SOURCE AND APPLICATION OF FUNDS 
For Six Months Ending September 30 
SOURCE OF FUNDS: 1969 1968 
Net income’ (loss)iior'the period.2 5. ee $ (314,764) $ ( 81,763) 


Add non cash items 


Depletion and: depreciation. 2 08. eee 287,076 297,220 
Surrendered Leases wes 52 ee Bb a ine gene ea ee ee 707,913 98,634 
Investments *andwadvances realizedixes ewes ieee — 1,875,765 
680,225 2,189,856 

APPLICATION OF FUNDS 
Leasehold acquisitions and rentals_._.___________________--_-_-------- 1,043,614 260,350 
Exploratory: costsi504 22 0 ee ee eee eae 85,304 53,912 
WV eOnE UTE rcpt ee ge Fs ee 146,868 78,284 
Gathering. lines: and’equipment. 2 es eee 20,731 152,648 
Capital stock issue expenses... eS ee — 38,591 
1,296,517 583,785 
INCREASE (DECREASE) IN WORKING CAPITAL... (616,292) 1,606,071 
WORKING CAPITAL (DEFICIT) (MARCH 3122 eee 24,057,647 (653,958) 
WORKING CAPITAL SEPTEMBER 30......... | $23,441,355 $ 952,113 


The above statements were prepared from unaudited records of the Company. 


